
The Consullanis 

Unfortunately, Taxpayer, Experts Are Not a Dime a Dozen 



By Henry Allen 



A h, jeb Scusrc Mtgrudcr, so Ivy and 
ctdy and councous co elders and aU 
— you're just the kind chat gives 
che consulting business a bed name. Con- 
sulting, claim the cynics, means never hav- 
ing to say you're out of work. And just now 
che job market is tight for che onetime 
Watergate wundcrkinder, like Jeb Stuart 
Magruder, former deputy director of the 
Committee for che Re-election of che Presi- 
dent 

So, as a fellow Washington consultant 
put it: "Jeb needs a job. Jeb has a Rolodex 
with a lot of phone numbers in it Jeb 
opens an office and calb himself a consult* 
ant” 

The office is Metropolitan Research 
Services, which, if it survives, may join the 
12 columns of management and business 

Henry Alien is a scaff writer with Poromac 



consultants listed in the Washington Yel- 
low Pages — as many as you'll find in the 
Manhattan or Los Angeles Yellow Pages. 

“Los Angeles, New York and Washing- 
ton are the big consulting centers,” says 
John F. Magni^i, head of che National 
Council of Professional Service Firms in 
Free Enterprise, a trade group and lobby 
for consultants. ''Companies crop up and 
die with amazing frequency. ” 

If Jeb Smart Magruder is in che position 
of a would-be starlet hining Hollywood 
with high hopes and low capital, he proba- 
bly knows it's worth taking a chance — be- 
sides being a cut or two above standing in 
che unemployment line. 

Nobody, but nobody, buys consulting 
like che f^eraJ government. Magnorti says 
maybe $2.5 billion co S3 billion a year. 
(Although other good guesses run os low as 
$300 million a year.) 

And there's r»o slowdown expected, es- 
pecially with state and local governments 
throwing around federal revenue sharing 
money. 

(S3 billion means: One out of every 90 



dollars che U. S. government plans to 
spend this year. It is nearly six times che 
yearly revenues of all professional sports in 
America, and more than twice the reve- 
nues of the movie industry.) 



C onsultants have smdied techniques 
of interrogating Viet Cong, recom- 
mended budgeting on che moon 
shots, helped reorganize the Post Office, 
cold sute policemen how to catch drug 
dealers. 

Name a major government project of the 
last 10 years and it has likely been 
cost-controlled, planned, evaluated, rc- 
structuredorscudied or ail of che above by 
consultants. 

When che Justice Department needed a 
good reason not to prosecute ITT 
(remember Dies Beard? Shredders?) it 
called on consultant Richard Ramsden to 
give them one — after White House aide Pe- 
ter Flanigan provided Ramsden with l l'l's 
own memo on che subject, a memo chat 
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000 people now, according to the Associa- 
tion of Consulting Management Engineers 
(ACME). And they’re everybody’s favorite 
target. 

“Consultants arc people who borrow 
yoi^r watch and tell you what rime it is, and 
then walk off with the watch,** says Robert 
Townsend, who turned Avis Rent-a-Car 
into a success and didn't let anybody forget 
it in his book. Up the OrganiiMtion. 

Consultants, in the popular wisdom, are 
Monday-morning quarterbacks, hotshots 
who don't have to prove they’re smart like 
everybody else does. They can plan pro- 
grams, advise on hiring and firing, push 
for major decisions, and be long gone be- 
fore anybody finds out if they were right. 
Any factory worker who has seen a con- 
sultant watching him in a time and motion 
study knows that no consultant is going to 
recommend that he work slower. 

“The word 'consultant’ has come to have 
a connotation of shoveling smoke, of do- 
nothing,** admits Richard White, now an 
independent consultant after high-paying 
stints at Macro Systems, Inc. ($40,000 — 
150,000), a big government contractor 
among consultants, and Booz, Allen, 
which is one of the biggest. 

White is 35, very trim and tough in the 
cool-under-fire modern manager style that 
men like Robert McNamara perfected 
during World War II, replacing the old ba- 
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consultant Ramsden decided to agree with. 

You don't read about consultants in 
the newspapers, because, like plastic sur- 
geons, they prefer to let the patient take 
the ciediL A Health, Education and Wel- 
fare report on blood resources credits a 
whole paragraph of contributors— except 
for Booz, Allen and Hamilton Ine, whi^ 
wrote the whole thing. When things get re- 
ally heavy. Presidents find their own con- 
sultants, and call them Presidential Com- 
missions, and then ignore whatever they 
say about pornography, marijuana or rac- 
ism. E Howard Hunt was making $100 a 
day as a White House consultant before 
Watergate burst on him, but it shouldn’t 
mar his future credentials. Jerry Neal 
Schneider, who jimmied the phone compa- 
ny's computer for nearly $ 1 million, set up 
a telephone security consulting firm after 
he got out of jail 

Consulting is minding somebody else's 
business. Consulting is getting paid to act 
just as smart as you always thought you 
were back in Han^rd Business School 

And it's not to be confused, with “think 
tanks,** such as the non-profit corporations 
created by the government for defense ad- 
vice — te. Rand Corp., Research Analysis 
Corp. Or the more ethereal Brookings In- 
stitution, famous for pondering large ques- 
tions of state, such as the proprieties of the 
national budget. Management consultants 



are supposed to stay closer to the ground, 
taking specific questions and coming up 
with specific answers. 

“Billions of dollars have been spent over 
the last ten years on consulting contracts, 
and government still has egg ail over its 
face," says William Carey, vice president of 
big, old blue-chip consultant Arthur D. 
Little, Inc. 

That notion doesn't prevent Planning 
Research Corp.'s Robert Kreuger from pre- 
dicting that consultants’ percentage of gov- 
ernment business will triple in the next 
five years. 

After estimating that state, local and fed- 
eral governments p.»y billion a year for 
management, architectural, engineering 
and technical consulting, Booz, Allen Sc 
Hamilton's ex-president James W. Taylor 
shows his public spirit by saying: 
"Whereas I may feel badly as a taxpayer, I 
must rejoice in the market that these ex- 
penditures suggest for us consultants. '* 



T his strain of embarrassment is part 
of the tune consultants have t^n 
whistling — all the way to the bank 
— since World War II. The crowd of man- 
agement consulting firms has swollen from 
400 in 1940 to 3,000 in 1970. Management 
consulting is an industry of 50,000 or 60,- 





Poo/? Vbu'rr a consuJtant, Jeb Stuart 
Magruder. Never mind that your first 
client was the Errin Committee on 
Watergate, 



Why bust nr? A Justice Department 
consultant asked the same thing after 
reading an ITT memo forwarded by the 
Whne House. 



Goodnight, Walter, But it's no Senkjc 
Gry in Florida, whenever he retires. 
He’ll consult. It’s reportedly in the con- 
rracc 



Mark 4S torpedo costs rose from S660 
million to $4 billion. That was with the 
cost controls designed by consultants. 



ronial harrumph <rf the J. P. Morgans. 
White sics in his shirrsleeves at a clean, 
clean desk, blond and blue-eyed, a bit of 
Bobby Kennedy, a bit of Richard Wid- 
mark. 

He graduated from Qarkson as a me- 
chanical engineer in I960, the golden age 
of mechanical engineering graduates, 
when technical savvy was king. He spent 
the' next six years sc Western Electric, 
American Telephone 5c Telegraph's manu- 
facturing arm. It got dulL He got dulL 

“One of the reasons there are consultants 
is that people forget how to work. Ac 
Western Electric, 1 panicked if I had to do 
more chan three or four hours’ work in a 
day. When I quit and went to Booz, Allen, 

I found out that hours mean nothing, and 
gening the job done is everything. You 
walk into a government office, you see peo- 
ple with their feet up on desks, readii^ 
magazines, promoting their own busi- 
nesses on the side. Unlike bureaucrats, or 
Western Electric people, who are the same 
as bureaucrats, cons^tants are extremely 
cask and goal oriented. The lawyer says, 
‘Are we allowed to do it?* and the engi- 
neer says, 'What about nut A and bolt 
and the consultant says, ’Are we acnially 
getting this thing done?' Even if he disa- 
grees with the concept of the task, he 
^ould be able to work on iL My wife says 
Fm too goal oriented I don't know. 

“In government, we get hired because 
they can get high-priced talent, supergrade 
talent, with no overhead, and no super- 
grade or hiring limitations by Congress. 
Also, there's an aura about the government 
that keeps the"* bright guys away. 

“You wander in and out. Nobody knows 
who you are if you don't stay for more than 
a month. You find somebody on vacation 
and camp in his office. You scrounge tele- 
phone^ 



“They call you ‘the contractor. ' Not even 
'the consultant. ’ For all that some bureau- 
crats care, you might as well be laying car- 
pet as setting up a field-office program. “ 



W hile there's chat aura about con- 
sulting that leads people to gripe 
about “noise peddlers" and "the 
air business," there’s also a terrific aura of 
respectability, authenticity, class and sci- 
ence about consultants, ^(liy else would so 
many TV advertisers boast their product 
was certified by an “independent testing 
laboratory," which is nothing but a bunch 
of consultants in white coats? 

Consultants are the Green Berets of the 
business world, tough, one is told, and 
well trained. But it's hard to prove just 
what good they do. The federiU govern- 
ment makes only sporadic investigations 
into the performance of consultants. The 
federal government keeps no central re- 
cords of how many consultants it hires, 
what it pays them, what they do, who they 
are, what they do that nobt^y in the gov- 
ernment could do. 

And that's probably just fine with nv>st 
consultants, who are slightly less eager to 
talk about their clients than Mafia lawyers. 

Says Hal Higdon, author of The Busi- 
ness Herders: “Almost a conspiracy of si- 
lence pervades the management consulting 
profession. Consulting firms desire public- 
ity on a certain level (such as occasional fa- 
vorable mentions by name in Business 
Week), but they seem to fear anything 
which might ban the true nature of their 
occupation to the public. " 

There seems to be a conspiracy among 
executives of McKinsey 5c Co. to utter pub- 
licly nothing but pieties that would have 
shamed "Engine'’ Charlie Wilson, the Gen- 
eral Motors president who once said; 



“What's good for (General Motors is good 
for America. " 

At the Copenhagen conference of inter- 
national consultants, McKinsey director 
Carl Hoffman roused a storm of snickering 
by saying things like: "We never do any 
selling: we answer inquiries and*make ar- 
rangements with the client for the study. " 

Consultants News reported chat the au- 
dience of consultants commented: "The 
McKinsey boys have a great capacity for de- 
luding themselves. Not only do they bid 
competitively, they underbid. " 

(At The S^ond North American Confer- 
ence of Management Consultants,' in New 
York last January, Arthur D. Litde’s Wil- 
liam Carey won more peer agreement 
when a questioner asked him: "What is the 
effect of personality and contacts in gov- 
ernment contracting?" Carey answered: 
"Plenty. ’’) 

Any on-the-record interview possibilities 
at McKinsey’s Pennsylvania Avenue office 
overlooking the Executive Office Building, 
end at the office door, despite the fact chat 
it’s mostly taxpayers' money that is paying 
the rent — paying for the office door, in 
fact, a magnificent construction that might 
be a modem corporate rival to the Ghiberti 
doors on the Baptistry in Florence. The ele- 
vator doors open like the curtains opening 
the first time you saw Cinerama, and a 
huge bulwark of solid furnished hard- 
wood, a whole wail of it, bulges out, bear- 
ing gold letters a quarter-inch thick: Mc- 
KINSEY 5c COMPANY, INC. and a list of 
the corporate offices: New York, Chicago, 
Los Angeles, Toronto, London, Dussel- 
dorf, Zurich, Melbourne, Cleveland, San 
Francisco, Mexico City, Paris, Amsterdam, 
Milan and Tokyo, all lit by 10 spotlights. 

But McKinsey doesn't do any selling, 
you understand. What does it do? What do 
any of them do? 



It 
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You Mk what it ahouid coat to put tnan 
on the moon/ Fonunardy, a consultant 
had enough chutzpah to come up with 



When poverty became the '60% favorite 
problem^ consultana came right be- 
hind, at social agencies. At around S 100 
a day. 



OEO 




Consultants take comfort. Fred MaUek, 
the administration's Mr. Hirv-and-Fire 
(and budget biggie! used to be one coa 



A CME'S executive director, PhiJip 
Say, defines mant^emenc consult- 
ing as “the professional service per- 
formed by specially trained and experi- 
enced persons in helping managers identify 
and solve managerial and operating prob- 
lems of the various institutions of our 
society; in recommending practical solu- 
tions to these problems; and helping to im- 
plement them when necessary. This pro- 
fessional service fooises on improving the 
managerial, operating and economic per- 
formance of these institutions. ** 

Now, management consultants aren't to 
be confused with coosulring architects, en- 
gineers, computer software specialists, re- 
search and development companies or lab- 
oratories, executive search companies 
(employment agencies for executives), ail 
of whom can and do call themselves con- 
sultants. 

Boot, Allen & Hamilton Inc. does a little 
of most of the above and a lot of ntanage- 
ment consulting, with about 200 profes- 
sionals in Washington. Federal, state and 
local governments accounted for 35 per 
cent erf I972's $53.7 million in billings at 
Booz, Allen. 

About 100 of those professionals are the 
technical specialists. The rest are the sort 
of management consultants who have cre- 
ated both the mystique and the notoriety 
that surrounds the consulting industry. 

Booz is probably the thi^ largest con- 
sulting firm in the nation, behind Stanford 
Research Institute and Planning Research 
Corporation. It is also one of the oldest. It 
is also considerably less imposing and more 
open than McKinsey. 

Last year, what Booz, Allen did for the 
federal government was to “perform a na- 
tionwide market survey of the current use 
of and needs for postal services among 
businesses and institutions.” It tried to 
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find out “how and why resources are allo- 
cated to drug abuse programs, and then to 
set up 41 pilot program in one state," ac- 
cording to the annual report. Also: 

“We are helping a U.& government 
agency achieve overall improvements of its 
accounting operations, including budget- 
ing ... we are establishing accountability 
for state use of federal funds ... we ana- 
lyzed blood banking operations in the U. & 
. , . We were retained to evaluate the inter- 
national trade impact of pollution abate- 
ment costs. . . . Several government agen- 
cies used our services to help them deter- 
mine the extent to which the public is mis- 
informed regarding health-care remedies.” 
As the head of a small consulting firm once 
said: “When you read a brochure for 
Booz, Allen & Hamilton it reminds you of 
a lost government looking for a country. “ 



B idding on these jobs and the others 
like them is a circus of guesswork, 
cronyism, cost accounting and 
blind luck — a fact that can be best appreci- 
ated, perhaps, when you reflect that it's 
not unusual for a consulting contract bid to 
vary by a factor of as much as seven — 
which is to say, two firms with the same 
tight qualifications, staff, buzzwords 
(more alx>ut buzzwords in a second) and 
connections with agency executives can 
study the proposal: one bids the job at 
I50,(X)0; the other at $350,000. And, as 
one Washington health-care executive 
complained about consultants hired by his 
own non-profit company: "These guys 
bid low, then make their money on cost 
overruns. It's almost a tradition in govern- 
ment — remember the C5A? We have a 
year-long study being done for $38,0(XX 
No way they'll bring it in for thac Any id- 
iot knows the salary mark-up alone has to 



be at least two or three hundred per cent. ” 

In the early '60s the Kennedy adminis- 
tration tried to rein back on individual con- 
sultants by tightening up qualifications 
and setting fee limits that now run from 
$64. 16 a day to $138.48 a day. But the con- 
sulting firms don’t have to follow those 
guidelines. After all. they’re selling a task, 
not a man-day, the reasoning goes. As long 
ago as 1966, an ACME survey showed 
that consulting firm partners, or equiva- 
lent executives, were fetching up to S560 a 
day for their services. 

Bidding on jobs means writing propos- 
als, most of them in response to the gov- 
ernment’s “Request for Proposals" pub- 
lished in Commerce Business Daily. And 
writing consulting proposals involves a 
mysterious literary form known as “buzz- 
words,” or "trigger words” that everybody 
in the business seems to know about as 
something somebody else uses. “Buzz- 
word” means jargon that makes the obvi- 
ous sound scientific, the vague sound 
measurable. It isn’t a “job,” that a consult- 
ant might get, for instance, it’s a “client en- 
gagement," or an “installation. ” And let's 
not forget “viable," and “objective analy- 
sis" and “turnkey capability. “ 

According to Mark Rosenman, who par- 
layed a $10,000-a-year job at the NAACP 
into a $16,000 job at the Urban Coalition, 
then into independent consulting chat 
would pay him $20,000, he says, if he 
wanted to work chat much: “Every agency 
has its own set of trigger words. There are 
people who make a living doing nothing 
but writing proposals that key into chose 
trigger words. There are also people who 
can read the RfPs (Requests for Proposab) 
in ^mmerce Business Daily and tell you 
exactly who the agency wants to give the 
job to, just by the vocabulary of buzz- 
words. ” Continued on page 26 

If 




Consvltont, from p»ge 19 

Rosenman is a mouscached, 
wooly-haired represencacive 
of the social action consulting 
escablishmenc chat sprang up 
all over town in the ’60s with 
the New Frontier and the 
Great Society and all that. (If 
you’re ^wondering where the 
Cameloc types went to, con- 
sulting firms like Tnins-On- 
cury or University Research 
Corporation might be a good 
place to look.) 

Consulting gives Rosenman 
the best of two worlds: the 
freedom to live in a huge 
moldering house that seems 
to be full of unrelated but 
friendly people who cover 
peeling paint with political 
posters . , . plus, when he got 
to Washington and found out 
what sort of money he was 
worth, “I couldn't believe it. I 
went out and bought a sports 
car, a Fiat. I got a charge ac- 
count at Garfinckel's. Former 
movement people have found 
it’s very easy to make $20,000 
a year." 

So Rosenman keeps his ear to 
the ground, or to the two tele- 
phones in his bedroom/office, 
and flies around the country 
telling people about their 
communities ami organira- 
cions. "There’s a direct corre- 
lation between intelligence 
and distance from your home. 
Here I’m Mark Rosenman. In 
Michigan, I'm a Washington 
consultant and expert. ^ 



O ne bizarre fea- 
ture of landing gov- 
ernment contracts is 
the fact chat it’s seasonal, like 
truck farming. The consult- 
ing season is April through 
June, when the real harvest 
takes place. June is the last 
month of the fiscal year. And 
if there’s one thing that scares 
bureaucrau more than not 
getting money from Congress, 
it’s not spending it all, so that 
they have to turn it back in 
and some drawling congress- 
man with his glasses down on 
his nose will be able to rum- 
ble on at the committee hear- 
ings about how the agency 
didn't even spend the money 
they got the year before, now 
just why should the commit- 
tee come up with more this 
year, y’ hear.^ 

So nobody in consulting 
takes a vacation in June, be- 
cause one fast and easy way to 
spend money is on advice. 

"Yes, buying season,** Ed 
Hearle ruminates, smiling 
Hearle beads Booz, Allen’s 
Washington corps of 100 
management consultants. He 
rates an office with a lot of 
windows and a big couch. In 



contrast with Booz, Allen's 
Ivy League image, Hearle 
looks more like a midwestem 
bank presidenL 

"In June those proposals 
stack up four and five feet 
deep— literally — on agency 

floors,** he says. 

"Some years we get up to 40 
per cent of our business in 
June alone. Actually, govern- 
ment business isn’t all that 
profitable compared to the 
private sector. Here you can 
only mark up the price two or 
three times the salary of the 
consultant who’s doing the 
work. It’s more like four 
times in the private sector. 

"The government is exces- 
sively interested, in my opin- 
ion, in cost breakdown, and 
less interested in the final re- 
sult than industry is. And 
they're less apt to implement 
what we advise, because they’- 
ve got so much holding them 
back— they get input from 
Congress, the executive 
branch and the General Ac- 
counting Office. We stay in it 
because there’s an increasing 
meshing of public and private 
sectors as more and more re- 
quirements on private indus- 
try come from government — 
environmental rules, qtrcupa- 
tional safety and health laws, 
that kind of thing" 

Consulting in government 
has been limited almost en- 
tirely to the agencies, from 
HEW to the Defense Oepart- 
menc Questioned as to why 
Congress has never spent 
much money on consultants 
for itself, Hearle isn’t quite 
sure. But he saya that Booz, 
-Vilen would avc^id getting too 
much business from Con- 
gress. 

’'It’s like having consulting 
contracts with two different 
oil companies. There’s a con- 
flict interest problem. " 

Puzzled, the questioner 
asks what the conflia of inter- 
est problem with constilting 
for Congress would be. 

"Congress is in the position 
analagous to that of being a 
competitor with most of our 
government clients," be says. 

Unsetding notion, that one 
part of government might re- 
gard another as competition. 

It makes more sense when 
you listen to consultant Wil- 
liam Corson, former lieuten- 
ant colonel in the Marines, 
Ph.D. in economics. Exper- 
tise, he says, makes you hard 
to beat in the government. 

Sining on his awninged ter- 
race by the swimming pool of 
his house in Potomac, Corson 
leans forward to give an ex- 
ample of what he means. 
"These guys in the Pentagon 
have all spent 2S years figur- 
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ing ouc how the system 
works. Congressmen don't 
have a chance agminst these 
guys at a hearing. If they want 
to claim one morning that the 
Swiss navy is going to attack 
the port of Houston, they'll 
have the whole thing cost ac- 
counted, programmed and 
justified by the afternoon. ** 

I f it is mosdy a worrying 
hypothesis that consult- 
ants are part of the ex- 
pertocracy that has given the 
bureaucracy and execudve 
branch an edge on Congress, 
it's obvious that Congress has 
never managed to match the 
tough, crisis style that has 
marked management, tech- 
nology and the executive 
branch since World War IL 
It's been a long dme since the 
down home style of a Sen. 
Sam Ervin didn't get snick- 
ered at by the brain boys who 
could reduce everything to a 
science. 

Paul Dickson, author of 
Think Tanks, writes that: “In 
reality these think tanks 
(technical consultants who of- 
ten verge into the manage- 
ment field) have not just ena- 
bled the Pentagon to increase 
its arsenal of new ideas and 
new hardware, but have 
served to extend the power of 
the Pentagon over Congress 
... It was during this period 
(1969) that Jerome B. Wies- 
ner, former Kennedy Admin- 
iscracion science adviser, 
stated that Congress needs an 
'anci-Rand' — a research body 
working for Congress that 
would provide analysis inde- 
pendent of military support. '* 
Dan Gunman, who has just 
written a book about govern- 
ment contracting, along with 
fellow Nader's Raider Barry 
Willner, dates the rise of a 
consultant bureaucracy to 
1946» when the executive- 
branch moved coward linking 
government and industry 
righcer as the Cold War re- 
placed the hoc fxie. 

You can also dace it to an 
1 830 contract the Secretary of 
the Treasury made with the 
Franklin Insciruce in Philadel- 
phia to study boiler explo- 
sions. Or CO the time and mot- 
ion studies Frederick W. Tay- 
lor invented in the late 19^ 
century, to inaugurate the in- 
fectious idea that manage- 
ment, somehow, can be 
turned into a science. Or 
Henry L. Genet, another effi- 
ciency pioneer who figured 
ouc Gantt charts, which make 
it possible to coordinate dif- 
ferent functions of factory 
production. 

Gutemen is 26, and fero- 
ciously incense, in a style chat 
The Washington l^t/Potomac/Augiut 2t 



one suspects has changed lit- 
tle since he left Yale Law 
School — pacing up and down 
in a room where all the win- 
dows arc closed on the muggi- 
est day of the year, grinding 
hia teeth, counting on his fin- 
gers, punctuating with excla- 
mations of "ridiculous!" 

"We used to honor a divi- 
sion of private and public sec- 
tors. But when the govern- 
ment needed atomic power 
and strategic expertise, it cre- 
ated the Rand (Corporation 
and it created an Atomic En- 
ergy (Commission chat con- 
tracted ouc all its work. Gm- 
suJtants are a major revolu- 
tioa They're the bridge be- 
tween government and indus- 
try. When you merge the two 
sectors, chough, you have to 
get conflict of interest. ** 

Then again, you have to gee 
the job done. 

One of the hardest things to 
get past Congress is an in- 
crease in the Gvil Service pay- 
roll. It's easier to increase 
spending on outside con- 
tracts, even if the contracts 
buy only people. So you end 
up with consultants who have 
to be schizophrenic — half ex- 
pert, half bureaucraL They 
have to be careful of what 
they say and do, like bureau- 
crats, but there’s no Civil 
Service control over them, 
aside from not renewing con- 
tracts.** 

Presumably, some measure 
of control would ctxne from 
Federal regulations insisting 
that an individual consultant, 
at least, be “a practitioner of 
unusual competence and 
skill, ** among ocher qualifica- 
tions chat are usually ignored. 
For instance, a social action 
consultant named Bob Oner 
recalls "being hired to write a 
booklet on school feeding last 
year. It was a $100-a-day sub- 
contract, four times removed 
from the original contractor. 
OEO contracted with a Flo- 
rida firm, which contracted 
with a Washington firm,- 
which contracted with an- 
other Washington firm, 
which contracted with me. I 
was no expert. 1 didn’t know 
anything about it. I learned 
on the job. '* 

Last fall, Guceman and his 
co-author Willner took some 
of their conflict of interest 
findings to the House Post Of- 
fice and Gvil Service Commit- 
tee. 

A contract to help locate ex- 
ecutives was let CO Peat, Mar- 
wick and Mitchell, a huge ac- 
councanc/consultanc firm, by 
the Office of Education. One 
of the people recommended 
by PMM was one Rodney 
1973 



Brady, in the post of Assistant 
Secretary for Administration. 

Among ocher responsibili- 
des in chat post, Brady would 
have been passing on govern- 
ment contracts with, yes, con- 
sultants. And Brady hap- 
pened to be a former em- 
ployee of' Management Sys- 
tems Corporadon, a firm 
which had merged into PMM, 
and which had also set up the 
cost control program for the 
disastrous Mark 48 torpedo 
program, in which costs had 
risen from an original esti- 
mate of $680 million to $4 bil- 
lion. 

(PMM replied that Brady 
had left Management Systems 
after the merger, and chat he 
was only one of 26 names sub- 
mitted. He was also one of 
two out of chat 26 who got 
hired — chough as assistant 

secretary for management 
rather chan administration.) 

Guctman and Willner also 
complain that there is vimt- 
ally no meric system to evalu- 
ate consultants. lt*s a charge 
chat gets shrugged off by most 
consultants as something aca- 
demic. Harold Setdman, pro- 
fessor of political science at 
the University of Connecdcuc, I 
former Bureau of the Budget 
execudve and a consultant, 
himself, points ouc chat if the 
government started listing 
poor performers it would run 
into "blacklist problems." A 
contractor hired to build a 
brick wall gets a bad reputa- 
tion if the wall is a foot coo 
short, but it's a lot harder to 
measure the value of a stack of 
paper that a consultant haxKls 
in as his report. 

And the interchange of con- 
sultants and bureaucrats is an- 
other hobble in evaluation. 

Calls CO the Office of Manage- 
ment and Budget, crying 
CO elicit a simple executive re- 
action CO a McKinsey and Ca 
study done a number of yesus 
ago. were finally blunted by an 
OMB executive who said: 
"You'll have a hard time get- 
ting any opinion on chat con- 
tract from anybody here. 
There are coo many people 
here who used to work for 
McKinsey.** (Most notably, 
deputy director Fred Malek, 
who has served as one of the 
chief talent scouts and admin- 
istrative hatchetmen of the 
Nixon administration.) 

An example of contract 
consulting at its worst — or 
one would like to think of it 
as the worst — is the Post Of- 
fice contract with Westing- 
house Electric Corp. to de- 
velop a job evaluatkm pro- 
gram. 

The investigations subcom- 
CtMtinued on pnge 30 



Consultant, from page 27 
mince of rhe House Post Of- 
fice and Gvil Service Commit- 
tee found that: 

Robert W. Eidson, the Post 
Office’s director for Engineer- 
ing, Research and Engineer- 
ing Department, "made up 
his mind to go with Westing- 
house as early as December 
17, 1970, perhaps earlier.’ 

(The request for proposal was 
sent out on January 20, 1971 
— and only to six bidders. It 
was not published in Com- 
merce Business Daily.) 

"When be found he could 
not go sole source (award the 
contract to Westingbouse 
with no bidding at all) he 
went through the facade of 
limited competitive bidding. 
When faced with the high 1^ 
of Westinghouse ($3,722,228. 
compared with next highest 
of $3,497,905. and lowest of 
$1,901,626 — plus highest 
profit margin of any of the 
bidders) and informed he 
could not choose them out- 
right and he had to complete a 
standard evaluation form, he 
went through the motions 
and again selected Westing- 
house. 

"Upon being advised that 
this was still not enough, he 
went through a questionnaire 
routine and again selected 
Westinghouse, primarily on 
the strength that they affirma- 
tively responded to our ques- 
tions in that they have the ex- 
perienced personnel currently 
* on board * and at the cost 
proposed in their pricing pro- 
posal — an allegation that the 
Subcommittee has shown to 
be untrue. 

"The awarding (of the 
contract) . . . was poor 
judgment at best. The firm 
had little or no experience in 
job evaluation outside its own 
corporate structure, and, iil- 
deed. had to engage a siibcon- 
tractor experienced in the 
field of job evaluation. ** 

In this amazing tangle, 
Westinghouse hired its own 
consultant. Fry Consultants, 
CO cell it how to do the job chat 
Westinghouse itself had been 
hired coda 

“All of the experts who tes- 
tified before the subcommir- 
tee stated it was absurd and 
foolhardy to have a contractor 
who had to have a subcontrac- 
tor CO train ihe contntetor in 
the . . . very skills for which 
the contractor was hired in 
the first place,"»he repurt says. 

Fry Consultants testified 
they could have done the job 
for $1.28 million, by them- 
selves. If so, Westinghouse 



charged another $2. 2 1 million 
on top of Fry’s bid, mostly to 
serve as a middleman, with a 
profit margin of nearly 300 
per cenc 

*"lt now appears," the sub- 
committee concluded, that by 
moving the Postal Service into 
the bright new world of cor- 
porate management — and 
consultants — "politics has 

been replaced by 'board room 
cronyism.* . . . Board room 
'deals’ are no less repugnant 
and costly to the taxpayer 
than back room ‘deals. * " 

The subcommittee recom- 
mended chat the Postal Serv- 
ice cry to get its money back, 
and find somebody else to fin- 
ish the job. 

"No, nothing happened," a 
Postal Service spokesman said 
recendy. "We condnued with 
Westinghouse and put their 
recommendations into effect a 
couple of months aga " 



L est anyone suggest 
that Robert Town- 
send might have 
been exaggerating when he 
said chat a consultant is a man 
who borrows your watch -to 
cell you what time it is, con- 
sider the performance of 
Ernst & Ernst, a big consult- 
anc/accountanc which col- 
lected more chan $1. 1 million 
from the Law Enforcement 
Assistance Adminiscracioa 
In 1969, a sadder bur wiser 
director of the New Mexico 
state planning agency wrote 
CO his successor, Norman Mu- 
gleston, chat the "Ernst firm 
. . . spent several days devel- 
c^ing a questionnaire to be 
used in interviewing police 
agencies throughout the state. 
’Their product was a question- 
naire of approximately six 
pages in length. We di4d not 
feel the questionnaire was 
comprehensive enough and 
therefore presented the Ernst 
people with our own draft of 
a questionnaire of some 25 
pages in length The Ernst 
people then adopted our own 
questionnaire almost in coca " 
Ernst 5c Ernst also prepared 
manuals to earn its $1. 1 mil- 
lion. Maybe just to stay on the 
safe side, at least two of the 
manuals were nearly identical 
with manuals already pro- 
vided by LEAA, whose money 
was paying Ernst & Ernst. In a 
bit of schoolboy lawyering, 
Ernst 5c Ernst chimged things 
like: ’”The form will be sub- 
mitted semi-annually only and 
is due within 30 days follow- 
ing the report dace." It- 



changed it to: "The form is to 
be submitted semi-annually 
and is due within 30 days fol- 
lowing the end of the report 
period. " 

'The Committee on Govern- 
ment Operations, however, 
sounded like the pot calling 
the kenle black when it said 
chat "a penny-' vise but pound- 
foolish state-imposed freeze 
on public employment helped 
provide justification for inor- 
dinate use of outside consult- 
ants. . 

In hopes of avoiding New 
Mexico’s woes, California's 
legislature has been consider- 
ing a bill to license manage- 
ment consultants — a proposal 
that is opposed by AC^ — 
which prefers char consult- 
ants be certified by its own 
spin-off association, the Insti- 
tute of Management Consult- 
ants. 

Already, the consulting in- 
dustry has taken to referring 
to itself as "professional serv- 
ice. " The big firms are said to 
be pressing, coo, for a new 
bidding system for govern- 
ment contracts chat would 
pre-qualify the inner circle, 
and keep the outsiders from 
competing — all to cut down 
the costs of bidding, costs 
which are passed along to the 
taxpayer, big-firm consultants 
claim. 

If some people might be 
glad chat IMC certification 
would cut the Jeb Stuart Ma- 
gruders out of the action, oth- 
ers might regret chat it might 
also cut out people like Bob 
Orser, of Gysc Associates, a 
non-profit firm chat brings 
proposal writing and other 
consultant skills to neighbor- 
hood groups and community 
improvement groups chat 
haven’t mastered the elabo- 
rate etiquette of technocracy. 

Then again, certification 
would end the notion chat 
"anybody can gee into consult- 
ing — it’s one of the last exam- 
ples of free enterprise,” as 
claimed by John Magnocci at 
the National Gxmcil of Pro- 
fessional Service Firms in Free 
Enterprise. It would be free 
enterprise — ^just like medicine 
as espoused by the American 
Medical Associatioa 

Since we’ve gotten where 
we are by massive reliance on 
consultants, we’re ape to keep 
going. Unless, perhaps, some- 
body reflects on cIm banzai 
boom of Japanese industry 
and technology and economy, 
and recalls that the Japanese 
have achieved this modern 
miracle with virtually no con- 
sultants at alL ■ 
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